BEFORE THE STATE TAX APPEAL BOARD

OF THE STATE OF MONTANA

THE DEPARTMENT OF REVENUE )
OF THE STATE OF MONTANA, )
) DOCKET NO.: PT-1999-28
Appel | ant, )
)
-VS- )
)
UNI TED | NDUSTRY, )  FACTUAL BACKGROUND,
) CONCLUSI ONS OF LAW
Respondent . ) ORDER and OPPORTUNI TY
)  FOR JUDI Cl AL REVI EW

The above-entitled appeal was heard on July 19, 2000, in the
Cty of Billings, in accordance with an order of the State Tax
Appeal Board of the State of Montana (the Board). The notice of
the hearing was given as required by |aw

Maur een Cel ander, an appraiser with the Yell owstone County
Appraisal Ofice, presented testinony in support of the Departnent
of Revenue’ s appeal. The taxpayer, represented by M ke WMathew,
agent, presented testinony in opposition thereto. Testinony was
presented and exhibits were received and a schedule for a post-
heari ng subm ssion fromthe DOR and an opportunity for a response
from the taxpayer was established. The duty of the Board is to
determne the market value of the property based on the
preponderance of the evidence. The State of Mntana defines

“mar ket val ue” as MCA 815-8-111. Assessnent — market val ue standard



— exceptions. (1) Al taxable property nust be assessed at 100% of
its market val ue except as otherw se provided. (2)(a) Market val ue
is a value at which property woul d change hands between a willing
buyer and a willing seller, neither being under any conpulsion to
buy or to sell and both having a reasonabl e know edge of relevant
facts.

DOR is the appellant in this proceeding and therefore has the
burden of proof. It is true, as a general rule, that the appraisal
of the Departnent of Revenue is presunmed to be correct and that the
t axpayer nust overcone this presunption. The Departnent of Revenue
shoul d, however, bear a certain burden of providing docunented

evidence to support its assessed values. (Western Airlines, Inc.,

v. Catherine M chunovich et al., 149 Mont. 347, 428 P.2d 3, (1967).

Based on the evidence and testinony, the decision of the
Yel | owst one County Tax Appeal Board is reversed.

FACTUAL BACKGROUND

1. Due, proper and sufficient notice was given of this matter, the
hearing, and of the tine and place of the hearing. Al parties
were afforded opportunity to present evidence, oral and
docunent ary.

2. The property which is the subject of this appeal is land only

and is described and val ued for tax year 1999 as foll ows:



Lot(s) Block Land Area (SF) Land Value Assessor #
1&2 45, Fosters Addition 7,000 SF $49,000 A73040
3&4 45, Fosters Addition 7,000 SF $49,000 A73050
7&8 45, Fosters Addition 7,000 SF $49,000 A73070
9-12 45, Fosters Addition 14,000 SF $98,000 A73080
13& 14 45, Fosters Addition 7,000 SF $49,000 A73090
15& 16 45, Fosters Addition 7,000 SF $49,000 A73100
17& 18 45, Fosters Addition 7,000 SF $49,000 A73110
20 45, Fosters Addition 3,500 SF $24,500 A73130

Tota 59,500 SF $416,500

3. On January 13, 2000, the taxpayer appealed to the Yell owstone

County Tax Appeal Board, citing the follow ng reason for appeal:

4. In it

“Land is grouped with nedical corridor. It is
community commercial and simlar CC (community
comercial) carries a | ower value.”

s March 31, 2000 decision, the County Board reduced the

subj ect land value to $4.90 per square foot:

The Board is of the opinion this land is not inside
the nedical corridor plus being very difficult to
get to. The Board places the | and value at $4.90
per square foot.

5. The DOR then appeal ed that decision to this Board on April 27,

2000

because:

The nature of the proof adduced at the hearing was
i nsufficient, from a factual and a |egal
st andpoi nt, to support the Board s deci sion.

STATEMENT OF | SSUE

The issue before the Board is the market value of the rea

property (land) as of January 1, 1996.



DOR' S CONTENTI ONS

The taxpayer filed an AB-26 formfor property review on June
2, 1999 with the Departnent of Revenue in Yellowstone County. The
foll ow ng reason was cited in the request that the DOR review the
subj ect apprai sal:

Property is assessed as if it were in the nedical

corridor. It is a block south & 1% bl ocks west of the

corridor. Other comunity conmmercial zoned land in the
immrediate area is priced at $3.65 (per square foot)

(0927-03-2-14-01). Travelodge on N 33'% at $4.90 (per

square foot). Thrifty Car Rental parking on 26'" and 6'"

Avenue No.

The DOR performed a review of the property and its apprai sal
and answered the request on Decenber 14, 1999. No adjustnents were
made to the subject appraisal: “Al property in this review is
valued simlarly and conparable to all other conmercial lots within
t hi s nei ghborhood. Due to SB184-Val ue has been phased down fully
from previous cycle.

DOR Exhibit A contains a copy of the property record card for
the subject property (23 pages), the neighborhood map wth | and
sales identified (two pages), AB-26 property adjustment form (one
page), Billings downtown nei ghborhood map, (one page), a Billings
medi cal corridor map (one page), and a docunent entitled “exanpl es
of nmedical corridor sales” (one page).

Page 29 of DOR Exhibit Ais a map of downtown Billings. The

subject property is located in Neighborhood 611, a commerci al



district.

Page 30 of DOR Exhibit A is a zoning map showi ng the
delineations of the Billings nedical «corridor. The subj ect
property is located in block 45, outside the nedical corridor
Page 31 contains sales information from within the nedical
corridor. These sales were not used to value the subject |and.
Ms. Celander testified that the DOR does not typically consider
sal es influenced by the presence of the medical corridor to val ue
properties outside this boundary. This exhibit references three
sal es: A Decenber of 1989 sale at $18.21 per square foot; a
Decenber of 1992 sale at $17.87 per square foot; and an August 1990
sale at $11.62 per square foot. According to M. Cel ander,
addi tional costs were incurred with these properties for denolition
of existing structures to provide parking area.

She pointed out that these sales prices denonstrate the
influence of the nedical corridor. Most of these parcels
eventual |y supported nedical-related facilities. She feels that
the DOR value is “equitable with the pricing outside the nedical
corridor wthin Neighborhood 611C. "~

Page 27 of DOR Exhibit A contains the conputer-assisted |and
pricing (CALP) nodel for Neighborhood 611C, in which the subject
land is |ocated, used to value the property at issue. The base | ot
size established by the DOR for this nodel is 14,000 square feet

with a base rate and an adjusted rate of $7 per square foot. The



nmodel references three sales: one vacant parcel and two from which
the inprovenent value was abstracted. The vacant land sale
occurred in Novenber of 1992 for $45,000 on a lot size of 8,680
square feet. The abstracted sales both occurred in early 1995: a
4,600 square foot |lot sold for $61,500 and a 14, 000 square foot | ot
sold for $86,700. The adjusted unit price for the vacant |and sale
was determined by the DOR to be $6.27 per square foot. The
adjusted unit prices for the abstracted sales were $14.18 per
square foot for the 4,600 square foot |ot and $6. 60 per square foot
for the 14,000 square foot |ot.

The DOR did not perform an inconme analysis of the subject
property due to inadequate incone and expense information. The DOR
testinony was that inconme and expense information was requested,
but not received, fromthe taxpayer. (M. Mathew testified that, to
the best of his know edge, no such request was received.)

Ms. Cel ander al so | ooked into income and expense information
from Dianond Parking, a Seattle-based conpany, which operates
parking lots in downtown Billings, but was told that the
information would not be made avail able. She also |ooked at
“parking within the central business district of lots that they
owned, that they | ease out, and they vary depending on the | ocation
of where the parking lots are and they have both inproved, paved
par ki ng and uni nproved, gravel parking.”

As a post-hearing subm ssion, the Board asked the DOR to



provide the CALP (conputer-assisted land pricing) nodel for
Nei ghbor hood 621. Nei ghborhood 621 has been val ued by the DOR at
$4.90 per square foot and is the neighborhood that has been
conpared to the subject, in terns of contrasting assessed val ues,
in the taxpayer’s argunents. CALP nodel nunber 126, enconpassing
Nei ghbor hoods 611A and 621A, has determ ned a base size of 7,000
square feet, and a base and an adjusted rate of $2.70 per square

foot. Seven sales were used in this nodel, summari zed bel ow

Adjusted unit
price per
square feet
One 9/92 7,000 $24,450 $29,829 $4.26
Two 8/95 7,000 $42,000 $43,155 $6.17
Three 2/93 7,000 $1,400 $1,670 $0.24
Four 7/92 7,000 $20,300 $24,989 $3.57
Five 1/92 8,190 $7,700 $9,733 $1.19
Six 1/92 7,500 $9,300 $11,755 $1.57
Seven 2/92 7,000 $14,800 $18,626 $2.66

CALP nodel nunber 129, enconpassi ng Nei ghbor hoods 615C, 618C
and 621C, has determ ned a base size of 7,000 square feet and a
base and an adjusted rate per square foot of $3.65.

Fi ve sales were used in this nodel, sunmari zed bel ow

Adjusted unit
price per
square feet
One 7/92 6,500 $39,000 $48,009 $7.39
Two 1/95 9,750 $25,000 $26,650 $2.73
Three 10/93 7,000 $25,400 $29,172 $4.17
Four 2/92 14,000 $36,900 $46,439 $3.32
Five 1/94 14,070 $42,900 $48,563 $3.45




TAXPAYER' S CONTENTI ONS

Taxpayer’s exhibit 1 contains photographs of what he assuned
were the locations of the DORs three sales that were used to
determne a value for the subject land. M. Mathew s testinony was
that he wasn’'t actually sure of the precise |ocations because he
was under the inpression that the DOR could not divulge that
i nformati on. Therefore, he took photographs of properties he
guessed were the DOR conparabl e properties.

The phot ograph of sal e nunber one is “down the street a bl ock
" (fromthe subject property). “The building you see on the front
corner . . . is United Blood Bank . . . there’s an ol der house on
there towards the end of the block. There is a |arge apartnent
conpl ex. The vacant | and, | would assune, behind the house and the
apartnment conplex, there is a parking lot in there, so if in fact
the Departnent of Revenue has identified that as vacant land, it
may be sone land in there. | didn't really see any vacant |and
that seened not attached to other properties, nyself, when | nade a
physi cal review of the area. The view of |ocation nunber two, the
property on the left side of that picture is in fact an
architectural office. The property directly kind of centered in
the picture is in fact a residential house at present. However
also located on that block . . . is an old historic hone called
“The Castle” in the community . . . so there has been sone

conversion of sone of the older structures there. Conmp nunber



three, again I'’mnot identifying that identifying that as the conp,
" m just |ooking at what Departnent of Revenue put as a |l ocation
and took a picture in that direction. That is the former QM k-\Way
store. . . that has been taken over by the United Bl ood Bank, the
office building across the street . . . and | wunderstand the
Department’s problems with confidentiality, so I'm identifying
areas where those conps cane from so you have sone view with the
area.”

M. Mathew concurred wth the DOR that sales fromthe nedical
corridor should not be used to value property outside the nedical
corridor. M. Mathew also concurred with the DOR that vacant |and
sales in the area of +the subject property are virtually
nonexi st ent.

The subject property is zoned community commercial (CC) and
valued by the DOR at $7.00 per square foot as illustrated on
exhi bit #1. It is the opinion of M. Mithew that the subject
property be valued consistently with other CC | and adjacent to the
Central Business District (CBD). The property that M. Mathew
refers to is |located southwest of the subject and is valued at
$4.90 per square foot by the DOR (Exhibit #1) M. Mthew is of
the opinion that the nedical corridor has influenced the DOR s
val ue of $7.00 per square foot.

BOARD DI SCUSI ON

When M. Mathew was asked if he analyzed sales to arrive at



the requested value of $4.90 per square foot, he indicated that
this was exclusively an equity issue based on the val ue of other
parcels with simlar zoning adjacent to the CBD

Mar ket val ue indications can and wll vary based on | ocation.
The value of a parcel wll certainly be affected by its |ocation.
The types of property that are |ocated or surround the property
bei ng val ued can affect the value of a parcel. Being |ocated near
or adjacent to the nedical corridor could have positive inpact on
the subject parcel. The best appraisal technique for determ ning
the inmpact on location is by analyzing sales. The DOR has
identified three sales in which the value of $7.00 per square foot
was determ ned. The Board understands the difficulty the DOR faces
when establishing | and values in areas that have very little vacant
| and available. The DOR testified that, of the three sales, two

were extracted | and val ues. The Appraisal of Real Estate 11th Ed.

Page 89, defines Extraction as, Land value is estimted by
subtracting the estimated value of the depreciated inprovenents
from the known sale price of the property. This procedure is
frequently used when the value of the inprovenents is relatively
| ow or easily estinated.

The DOR has relied heavily on the extraction nethod in
establishing the | and val ue for nei ghborhood 611C, but neglected to

submt evidence as to what inprovenents existed at the tine of the

10



sal e or the depreciated val ue of those inprovenents. |n order for
the DOR to strengthen an argunent for value, it should be prepared
to present all the supporting docunentation or analysis that went
into establishing its purported value. 1In this appeal, that val ue
is $7.00 per square foot.

The DOR and the taxpayer’s representative agree that sales
within the nmedical corridor are superior to the subject property.
This is also supported by the three nedical corridor sales
presented by the DOR in exhibit A page 31. These three sales

suggest the foll ow ng:

Sale# Sale price per square foot
#1 $18.21
#2 $17.87
#3 $11.62

The price per square foot of the subject property should be
| ess based on the consensus that the nedical corridor is a superior
location. 1In fact, the DOR has val ued the subject at a | ower price
per square foot than the above sal es suggest.

The taxpayer’s representative presented an argunent based on
the value of a separate nei ghborhood. Wile it is undisputed that
the zoning for the two neighborhoods is the sane, comunity
commercial zoning, is not the only characteristic that inpacts
val ue. There has been zero evidence presented by the taxpayer in
support of the $4.90 per square foot value request. The Mntana

Suprene Court held in State ex rel. Schoonover v. Stewart, 89 Mont.

11



257 (1931), that; “And in no proceeding is one to be heard who
conplains of a valuation which, however erroneous it may Dbe,
charges himwith only a just proportion of the tax. I f his own
assessnment is not out of proportion, as conpared wth val uations

generally on the sane roll, it is immaterial that sonme one nei ghbor

is assessed too little; and another too nmuch.” (Enphasis supplied)

The evi dence best supports a |land value of $7.00 per square
foot for the various parcels of this appeal.

CONCLUSI ONS OF LAW

1. The State Tax Appeal Board has jurisdiction over this matter
§15-2-301 MCA

2. 8§15-8-111 MCA Assessnent - market value standard -
exceptions. (1) Al taxable property nust be assessed at 100%
of its market val ue except as otherw se provided.

3. 815-2-301, MCA, Appeal of county tax appeal board deci sions.
(4) In connection with any appeal under this section, the
state board is not bound by common | aw and statutory rules of
evidence or rules of discovery and may affirm reverse, or
nmodi fy any deci si on.

4. It is true, as a general rule, that the appraisal of the
Departnent of Revenue is presuned to be correct and that the
t axpayer nmust overcone this presunption. The Departnent of
Revenue shoul d, however, bear a certain burden of providing

docunent ed evidence to support its assessed values. (Wstern
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Airlines, Inc., v. Catherine M chunovich et al., 149 Mbnt.

347, 428 P.2d 3, (1967).

State ex rel. Schoonover v.

Stewart, 89 Mont. 257 (1931).

The Board finds that the evidence presented supports it

concl usi on that

Appeal

Board be reversed.

t he deci sion of

13
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ORDER

| T 1S THEREFORE CRDERED by the State Tax Appeal Board of the
State of Montana that the subject |and shall be entered on the tax
rolls of Yellowstone County by the | ocal appraisal office of that
county at the 1999 tax year val ue of $416,500. The appeal of the
Departnent of Revenue is therefore granted and the decision of the

Yel | owst one County Tax Appeal Board is reversed.

Dated this 17th day of October, 2000.

BY ORDER OF THE
STATE TAX APPEAL BQOARD

GREGORY A. THORNQUI ST, Chai r man

( SEAL) JAN BROWN, Menber

JEREANN NELSON, Menber

NOTI1 CE: You are entitled to judicial review of this Oder in
accordance with Section 15-2-303(2), MCA. Judicial review may be
obtained by filing a petition in district court wthin 60 days
follow ng the service of this O der.
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CERTI FI CATE OF SERVI CE

The undersigned hereby certifies that on this 17th day of
Cct ober, 2000, the foregoing Order of the Board was served on the
parties hereto by depositing a copy thereof in the US Mils,
post age prepaid, addressed to the parties as foll ows:

M ke Mat hew

Agent

1119 North 31°' Street
Billings, Montana 59101

Ofice of Legal Affairs
Departnent of Revenue
M tchell Buil ding

Hel ena, Montana 59620

Yel | owst one County Appraisal Ofice
175 North 27'" Street

Suite 1400

Billings, Mntana 59101

El wood “Wody” Hannah

Chai r man

Yel | owst one County Tax Appeal Board
2216 Ceorge Street

Billings, Montana 59102

Donna Eubank, par al egal
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